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The Effects of Sexual Orientation on Earnings
Abstract

Gay and lesbian topics have received much media attention in recent years. Debates have revolved around
issues such as gay marriage, adoption rights, and the legal relationship of children born to a homosexual
couple with their nonbiological second parent. Corporations have started to provide partner benefits to gay
and lesbian employees. Many companies today have added the words “sexual orientation” to their equal rights
hiring policies. Nevertheless, discrimination against homosexual people in the workplace is still widely
perceived to exist.
In this paper, I address the question, does earnings discrimination against homosexual and bisexual workers
exist in the U.S. labor market? Homophobia can greatly affect homosexual workers’ productivity. “It is
homophobia in the workplace that tells me I am not safe, that I must keep on the mask.” Sexual preference
stigma can cause homosexual workers stress and anxiety, which is likely to have a negative effect on their
working ability. [excerpt]
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The Effects of
Sexual Orientation on Earnings
Tsz Ying Yeung

I. Introduction
Gay and lesbian topics have received much media attention in recent
years. Debates have revolved around issues such as gay marriage, adoption rights,
and the legal relationship of children born to a homosexual couple with their nonbiological second parent. Corporations have started to provide partner benefits to
gay and lesbian employees. Many companies today have added the words “sexual
orientation” to their equal rights hiring policies. Nevertheless, discrimination
against homosexual people in the workplace is still widely perceived to exist.
In this paper, I address the question, does earnings discrimination
against homosexual and bisexual workers exist in the U.S. labor market? Homophobia can greatly affect homosexual workers’ productivity. “It is homophobia in the workplace that tells me I am not safe, that I must keep on the mask.”
(McNaught 8) Sexual preference stigma can cause homosexual workers stress
and anxiety, which is likely to have a negative effect on their working ability.
Public discourse about such issues may be important for de-stigmatizing homosexual workers. Moreover, quantitative information about the
working conditions of lesbian, gay, or bisexual (LGB) people in the office would
be interesting for members of that group and for their advocates. This topic
is of great concern to those economists who would want to promote policy to
protect homosexuals. For example, if there is empirical evidence indicating the
existence of discrimination in the workplace, then policy makers may decide to
implement more effective non-discriminatory laws in the labor market. Finally,
society in general may be interested in this topic as well.
In the next section, I review the previous academic literature on the effects
of sexual orientation on earnings. In the third section, I outline the empirical model
of the present study. In section four, I discuss the data collected to test my hypothesis whether homosexual and bisexual workers are discriminated against in the
workforce, and in section five I apply what I have discovered from my econometric
analysis to draw conclusion on the effects of sexual orientation on earnings.
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II. Literature Review
Literature examining the impact of earnings discrimination on homosexual workers has increased since the first econometric study by Badgett
(1995). Badgett used General Social Survey (GSS) data for the years of 1989-91
to examine wage discrimination against gay, lesbian, and bisexual groups. Badgett
assumed that people who answered that they had more same-sex partners than
opposite-sex partners in the past belonged to the LGB group. Badgett found that
gay and bisexual male workers earned between 11 percent and 27 percent less
than similarly qualified heterosexual males, while lesbian and bisexual women
were not significantly different from heterosexual women. Similar studies using
more recent GSS data have shown slightly different results than Badgett’s paper.
Blandford (2000) and Black et al. (2003) analysis of the GSS data of 1989-96 found
an earnings penalty for gay men compared to heterosexual males and an earnings
premium for lesbian women compared to heterosexual women. Blandford’s result
was a 30 – 32 percent earnings penalty for behaviorally gay men, and a 17 - 23
percent increase in earnings for behaviorally lesbian women. Correspondingly,
Black et al. found that gay men earned 14 -16 percent less, while lesbian women
earned 20 - 34 percent more. Berg and Lien (2002) using GSS data of 1991-1996
found results similar to those of Blandford and Black et al.
Some studies have also used data from the 1990 U.S. Census (PUMS 5
percent) to examine the effects of sexual orientation on labor market earnings.
Klawitter and Flatt (1998) and Allegretto and Arthur (2001) consider the effects
of sexual preferences on three types of couples: married (heterosexual), unmarried heterosexual, and homosexual. Both articles found that men in homosexual
couples earned the most among all types of couples. Married heterosexual men
earn more than coupled female homosexuals, and further, females in homosexual
couples earn more than unmarried heterosexual females. These income gaps
suggest the existence of a marriage premium, since it is unmarried female and
male heterosexuals who earn the least of all. Their results are consistent with
previous studies based on GSS data: gay men are found to earn less income
than heterosexual males while lesbian women are found to earn more than
their comparable heterosexuals. Additionally, their results suggest that married
heterosexual men earn more than both homosexual men and unmarried heterosexual men. On the other hand, homosexual females are found to earn more
than both unmarried heterosexual women and married heterosexual women.
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The studies above indicate that, gay men can expect to earn less than heterosexual
men, and lesbian women can expect to earn more than heterosexual women.
To explain these disparities, Berg and Lien argue that heterosexual women and
gay men have different budget constraints which keep them from choosing
higher levels of work. They suggest that men and woman may have different
preferences for the trade-off between labor and leisure. For example, cultural
norms posit that married heterosexual women should stay at home after they
have children and men should work more to support the family. Similarly, Black
et al. argued that married women tend to specialize in home production and
as a result they tend to invest less in their human capital accumulation. On the
other hand, married men specialize in wage-labor and therefore tend to invest
relatively more in their human capital.
In a study utilizing data from the Netherlands, a country that has legalized same-sex marriage, Plug and Berkhout (2004) uses a large survey of Dutch
university graduates to examine the effects of sexual orientation on entry-level
job earnings. They found a 3 percent income penalty on gay men’s earnings
compared with those of heterosexual males, and a 3 percent income premium
on lesbian women’s earnings compared with those of heterosexual females. Additionally, they did not observe the existence of an earnings gender gap among
homosexual workers. Based on their findings, they concluded that the Dutch
labor market does not discriminate against homosexual workers at the job-entry
level. In one of the most recent US studies on this topic, Carpenter (2005)
uses confidential data on self-reported sexual orientation in California in 2001
and GSS data from 1988 to 2000 to examine the effects of sexual orientation on
earnings. Carpenter finds little evidence that homosexual workers earn less
than heterosexual workers. However, he finds a 10 percent income penalty on
bisexual workers’ earnings compared with the earnings of similarly qualified
heterosexual workers in California.
My project will examine the impact of sexual orientation on wages by
using GSS data from 1972 to 2004. My methodological approach consists of
testing whether there are any differences between the earnings of heterosexual,
homosexual and bisexual people who have similar backgrounds. To distinguish
whether a person belongs in the homosexual group, I will use the following definition: a homosexual is a person who has had exclusively same sex partners in
the past 12 months while a heterosexual is a person who has only had opposite
sex relationships. Similarly, a bisexual is a person who has sexual relationships
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with both sexes. I use the newest GSS data available to examine the earnings
differential between heterosexual and homosexual workers. Some research papers (Allegretto & Arthur, 2001; Klawitter and Flatt, 1998) used the 1990 Census
data. Census data identified only partnered lesbian and gay groups and hence it
is not a probability sample of all lesbian women and gay men. It is also possible
that the numbers of gay and lesbian individuals to have come “out” has increased
since 1990 because of increased social acceptance. Therefore, the updated GSS
data that I use will improve on the various weaknesses of past data. 			
III. Modeling
I first use the traditional statistical earnings equations to assess the
income differential between homosexuals and heterosexuals. Specifically, I
estimate wage equations in which I regress log income on a dummy variable
indicating sexual orientation and on various other socioeconomic characteristics which might affect income. Then I use the Heckman Selection model to
examine the relationship between self-selected workers in the labor force and
their earnings difference. I restrict my sample to those between eighteen and
sixty-four. I estimate separate equations for male and female wage earners.
These wage equations are formally given by the following econometric model:
Yi = α + βiXi +εi
where Yi is a vector of log respondent’s real income and Xi is a vector of demographic variables including sexual orientations, occupations, education levels,
race, experience and experience squared. Gay/Lesbian is a dummy variable
equal to one if the respondent has engaged only in same-sex relationships in the
last twelve months. Bisexual is also a 0-1 dummy variable, assuming a value of
one if the respondent has reported having a relationship with both female and
male partners in the last twelve months. Similarly, Heterosexual is a dummy
variable equal to one if the respondent has reported only opposite sex partners.
Occupation is a vector of indicator variables for 13 broad job categories. Race
is a dummy variable assuming a value of one if the respondent is white and zero
if otherwise. Experience is calculated as follows:
Experience = Age – Years of Education – 5
Labor market experience is included in the model to capture the effects of individual characteristics, such as productivity, seniority, and on the job training,
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that are likely to affect earnings. A squared term in experience is included to
capture the non-linearity in the experience-earnings profiles.
Working Status is a vector of dummy variables indicating employment
status, and region is a vector of indicator variables for 9 different (Census)
regions in the US. Marital status is also a dummy variable indicating whether
the respondent was widowed, divorced, separated, never married or married.
Married is the base variable, since homosexual marriage is not legal in the US,
and it would be difficult to explain the income difference if married homosexuals were included in the data. Lastly, ε is an error term that is assumed to be
uncorrelated across individuals but permitted to be correlated within individuals
over time. Therefore, the model is estimated using robust regression methods.
The regression model for the Heckman Selection model is formulated similarly
to the wage equation above. However, it is observed only when those workers
who work full-time earn a positive income.
The selection Mechanism and regression model are given by the following
(Green, 1992):
Selection Mechanism
Z*i = g ′Wi
Wi + n i ,
Zi = 1

if Z *i ≤ 0 ,

Zi = 0

if Z *i ≤ 0 ,

Wi ),
Prob (Zi = 1) = Φ ( g ′Wi
Prob (Zi = 0) = 1 - Φ ( g ′Wi
Wi ).
Regression Model
Yi = α + βiXi +εi, observed only if Zi = 1,
(n i ,εi ) ~ bivariate normal [0,0,1,σε, ρ]
where Z*i represents a dummy variable assuming a value of one if a worker works
full-time and earns positive income (sample1). Wi is a vector of socioeconomic
characteristics and sexual orientation variables, as well as other variables such
as region and marital status which might affect earnings.
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IV. Data
This study draws on pooled, cross-sectional data from the 1972 – 2004
administrations of the General Social Survey (GSS), conducted by the National
Opinion Research Center (NORC). The GSS is an extensive survey of U.S.
households and includes information on various labor market characteristics
such as income, working hours, and occupations. The GSS also collected information on the number and gender of respondents’ sexual partners in the last
twelve months and in the past five years. My analysis relies on data from these
surveys, as well as on a few assumptions about sexual behavior and identity.
An ideal data set for testing my hypothesis would be a set that accurately
documents the earnings and possible hiring discrimination of LGB people in
comparison with similarly qualified heterosexuals. Moreover, a data set that
classifies homosexuals on the basis of self identification rather than according to
their sexual partners is desirable. This data is difficult to acquire as differences
in earnings and hiring may be correlated with other factors. For example, LGB
people may be underrepresented in statistical research because stigma may keep
them from reporting sexuality based discrimination. Alternatively, advocates
of homosexual groups could falsely report themselves to have had same-sex
partners in the past. These untruthful survey responses could cause estimation
problems. Finally, honesty of the survey response for being in the homosexual
group may be correlated with income, which in turn may cause further problems
in the data set. 1
It is possible that if homosexual marriage is legalized, data collection
on these groups’ earnings will become more accurate or widely perceived. At
present, the GSS is one of the richest data sets that contain information on
working history, sexual preferences, and labor market outcomes. Therefore, I
utilize these data to examine the impact of sexual orientation on earnings. I created dummy variables for sexual orientation based on the respondents’ sexual
partner histories in the last twelve months as opposed to their sexual partner
histories in past five years. The advantage of using the last twelve month sex
partners’ sample rather than the past five year sex partners’ sample is that the
former includes a larger number of homosexual respondents.
However, a potential disadvantage with this approach is that people’s sexual
For instance, if only low-income homosexual groups reveal truthful information, while high-income homosexual groups hide
to tell their true sexual orientation, this could create an income gap between homosexual and heterosexual groups.

1
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preferences may vary more during a longer period of time and so individuals
who are classified as homosexual in a given survey year might have also had
opposite-sex relationships over the past five years. In fact, as shown in Figure
1, fewer people report sexual relationships with both sexes in the past twelve
months than in the past five years. Thus, my sample contains only a limited
number of bisexual workers.
The GSS data provide respondents with the choice of not disclosing
their sexual preferences. I assume that all respondents who do not reveal their
sexual preferences are sexually inactive and they serve as the excluded group in
the regression analysis.2
All of the job occupation variables are created by combining similar
job categories from the survey indicated. For instance, the survey has several
choices of being a professional, and so I combined them into a single variable
called professional. Similarly, I grouped various other jobs into broader categories. For example, the variable Sales is derived by combining various kinds
of sales workers (shoes, radio, apparel, etc.). Figure 2 in the appendix shows
mean annual income classified by female sexual orientation. As the histogram
indicates, lesbian females earn on average the most, $21,102.46 and heterosexual
females earn on average more than bisexual and sexually inactive females. For
the male sample, Figure 3 indicates that heterosexual male workers earn on
average $28,367.32, which is slightly more than the average income of gay male
workers who earn $24,693.58. Bisexual male workers earn the least among the
four groups. Figure 4 shows mean annual income versus occupation. As the
histogram indicates, executives earn on average the most, $34,465.18, followed
by professionals, $28,717.20. Figure 5 plots sexual orientation versus education levels and indicates that about half of all homosexual and bisexual workers
have attained a high school degree. Compared with heterosexual and bisexual
workers, a higher percentage of homosexual workers attain tertiary educational
degrees (bachelor and graduate). Descriptive statistics of each variable in the
wage equations and the Heckman selection model are provided in Table 1 in the
appendix. Table 1 shows the 13 occupations and 7 working statuses mentioned
previously. Moreover, it shows that the dataset contains 6 types of educational
degrees, 5 types of marital statuses and 9 different US regions. Variables for
experience and race are also included. Instead of using the absolute earnings
2

The number of sexually inactive people is likely to be over-estimated because it is not based on their actual sexual experiences.
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in the regression analysis, I take the logarithm in order to address the possible
non-linear relationship between income and other regressors. Gay, lesbian and
bisexual are defined as described in Table 1. There are 205 gay and 44 bisexual
men among the 6,729 male respondents, while 149 lesbian and 47 bisexual
women are identified among the 7,931 females in the full sample.3
V. Results
I estimate two similar regressions for the female and male samples
to capture the effect of sexual orientation under different circumstances. The
interpretation of the impact of the dummy variables on log income is given by
(Halvorsen and Palmquist, 1980):
(2)
Percentage = 100 * (exp (c- V(c)/2) – 1)
where c is the estimated coefficient on a dummy variable and V(c) is the estimated
variance of c which is equal to the square of the estimated standard error ( b ).
Table 2 presents the wage equation regression results for both females
and males. In this model, I regress log income on several dummy variables that
indicate sexual preference, job, education level, experience, experience-squared
and race. For the male sample, gay men earn 21.93 percent less than similarly
qualified sexually inactive workers. Compared to sexually inactive workers,
bisexual males earn a 33.45 percent penalty, whereas heterosexual males earn a
5.85 percent penalty. Correspondingly, executives earn an income premium of
30.13 percent (significant at 1 percent). Cleaners, farmers, fishermen, service
employees and administrative supports earn less than professionals, which is
consistent with the descriptive analysis (see Figure 4). With regards to race, black
men earn 19.20 percent less than whites, which is consistent with the findings
of the labor market literature. The coefficients on experience and experiencesquared are as expected. Experience has a positive effect on income, whereas
experience-squared has a negative impact on income because of diminishing
marginal returns of experience to income.
For the female sample, the results suggest that lesbian workers earn
a 37.22 percent earnings premium (1 percent level of statistical significance),
whereas bisexual females are imposed a 16.95 percent earnings penalty, although

3

Note: Since not all gays, lesbians, and bisexuals participate in the labor force, in the regression analysis I include only those 		
GLB individuals who have worked for a wage.
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this number is statistically insignificant. Education levels are strongly and
positively correlated with earnings - the higher the degree earned, the higher
the earnings. Compared with workers who have earned a high school degree,
workers who have not completed high school earn 31.72 percent less, whereas
workers who have earned a degree above high school earn from 38 percent
to 129 percent more. Regarding occupations, the coefficient on the executive
variable is positive, which indicates that a professional (the excluded occupation) who switches to become an executive will experience a marginal increase
in earnings. The interpretation of the coefficients on the other occupation
variables is similar. For the race variables, black females earn 5.5 percent more
than white females. This result contradicts the common empirical observation
that whites earn relatively more than blacks. The two experience variables are
again consistent with economic theory.
Results for the female sample obtained under the traditional wage
equation are inconsistent with the sexual orientation discrimination theory
since they indicate that lesbian women earn relatively more than heterosexual
females. The existence of income penalties for gay male workers may indicate
that sexual orientation discrimination exists in the labor force. Hence it is not
to easy to explain why society will favor lesbian women but it will discriminate
against gay male workers. One possible explanation is that there is a selection
bias in the simple wage equation regression. In other words, certain types of
workers are more likely to select themselves into the labor force. I use the Heckman selection model to correct for this possible bias in the simple wage equation. This correction for differential selection explained by sexual orientation is
likely to provide better estimates of the income disparity between homosexual,
bisexual and heterosexual workers.
Table 3 shows the result for this Heckman selection model, which is
similar to the wage equation where log income is the dependent variable. I ran
the regression separately for both the male and female samples. The selection
portion of the Heckman selection model includes not only the independent
variables that were in the original wage equation, but also the region and marital
variables. For the male sample, the wage equation shows that gay males earn
a 14.90 percent penalty compared with sexually inactive workers. In the selection part of the model, gay male workers are more likely to work full-time than
sexually inactive men. Results for bisexual male workers are insignificant under
the Heckman selection model but the coefficient in the wage equation suggests
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that bisexual male workers earn an income penalty. While heterosexual male
workers are found to earn a 7.12 percent income penalty compared with sexually
inactive male worker in the wage equation, they are more likely than sexually
inactive males to work full-time. This indicates that heterosexual male workers
are more likely to select themselves in paid full-time work than are bisexual and
sexually inactive males. The education variables are all significant at the 1 percent
confidence level. Along with increases in educational level, earnings grow less
rapidly in the paid full-time selectivity model than in the simple wage equation
model. For example, in the regression model, a worker who completed graduate school earns an 83.49 percent premium relative to a high school graduate,
whereas in the selection model, a graduate school graduate earns only a 28.20
percent income premium. These results suggest as expected that well-educated
people are more likely to select themselves into paid full-time work than are
less-educated people. Black male workers are expected to earn less compared
with white workers, and blacks are less likely select themselves into employment.
Both experience variables are statistically significant and they have the expected
signs in both the simple wage equation and selection models. In addition, a male
worker who works at a paid full-time job in New England, Middle and South
Atlantic, East-North or North-South Central earns from 11.15 percent to 15.85
percent higher income than a male worker located in West-North central.
With regard to marital status, a male worker who is married is more
likely to work for full-time than widowed, divorced, separated or never married
males. After controlling for selection in the labor force, the income penalty for
gay males does not seem to disappear and this in turn may suggest that there
is some discrimination against gay male workers in the workforce. However,
there is no strong evidence for the effect of sexual orientation on the earnings
of bisexual males. Lastly, the results also suggest that heterosexual male workers
are the most likely to select themselves into the work force.
For the female sample, under the Heckman selection model, the wage
equation shows a 0.75 percent (statistically insignificant) income premium for
lesbian workers compared with a 37.22 percent premium (1 percent level of
significance) in the OLS wage regression. These income premiums are relative
to the group of sexually inactive workers. Under the selection mechanism, the
results strongly confirm that lesbian workers are more likely to select themselves into full-time paid employment than are sexually inactive, heterosexual
or bisexual workers. The income premiums for lesbian workers found in the
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simple wage models disappear after controlling for selection. This result is
more consistent with the work discrimination theory in general, in which gay
male workers are earning a penalty and lesbian workers at least do not earn an
income premium compared with other heterosexual workers as some previous
studies have shown. The results found from the simple wage models, which
show that lesbian workers are earning a premium, are possibly driven by the
fact that lesbians are the most likely group of workers to select themselves into
full-time paid employment. Coefficients on bisexual female workers are statistically insignificant in all models, which is likely caused by the small number of
bisexual women in the sample. Heterosexual female workers earn 0.22 percent
less than sexually inactive female workers, although this result is insignificant.
Controlling for self-selection, heterosexual workers earn a 12.90 percent income
premium, which indicates that heterosexual females are more likely to work at a
paid full-time job than are sexually inactive females. However, compared with
lesbian workers, heterosexual female workers have weaker incentives to work.
As in the male sample, adding controls for self-selection reduces the magnitude
of the coefficients on all variables that indicate educational level. With regards
to race, black women earn a 9.47 percent income penalty compared with white
woman (significant at the 1 percent confidence level) after controlling for differential selection, although they are more likely than white women to work
full-time. For the experience variables, results are similar to those found for the
male sample and are also consistent with previous empirical research. In contrast
to male workers, married women workers are least likely among all women to
work full-time. These results are consistent with the traditional family model,
where women tend to specialize in home production, and men work for salary
to support financially the household.
Table 4 shows a Heckman selection model that is almost the same as
the one in table 2, the only difference being that it does not include the sexual
orientation variables. The main purpose of this model is to distinguish between
the earnings of people of different sexual orientation, if the model failed to
control for sexual orientation variables in the selection equation. For the male
sample, results for gay male workers are consistent with those from the previous models, which show that gay men earn an 11.89 percent income penalty.
Similarly, bisexual male workers earn 23.97 percent less than sexually inactive
workers, whereas heterosexual male workers earn 3.86 percent less. For the
female sample, lesbian women earn an income premium of 25.48 percent com56

pared with sexually inactive females (significant at the 1 percent confidence
level), while being bisexual has no significant effect on earnings. Heterosexual
female workers earn a 7.12 percent income premium.
These results indicate that lesbian workers earn a premium in both
the simple wage equation model that does not control for selection, and in the
selection model that does not include the sexual orientation variables in the
selection mechanism. However, when adding controls for sexual orientation
variables in the Heckman selection model, lesbian sexual orientation variables
no longer has a significant effect on earnings. Moreover, the results suggest
strong evidence that lesbian workers are more likely to select themselves into
paid full-time employment than both heterosexual and bisexual females.
VI. Conclusion
This study has revisited the effects of sexual orientation on income using
GSS data from 1972 to 2004. It provides some evidence on the income disparity
between homosexual, bisexual and heterosexual groups. Homosexual males
earn from 12 percent to 22 percent less than heterosexual males with similar
backgrounds. In contrast to some previous studies, homosexual females are not
found to earn an income premium relative to heterosexual and sexually inactive
women. However, results from the Heckman selection model suggest that lesbian
workers are more likely to select themselves into paid full-time jobs. Based on
this result, I conclude that lesbian workers are not favored by the labor market.
Results for both bisexual males and females do not show any evidence that being
bisexual has an effect on earnings. Lastly, findings show that consistent with
the traditional family models, married men are more likely to work for wages
than married women who tend to specialize in home production.
In the future, one can extend this research by using some confidential
data on sexual orientation with a larger sample size to capture additional effects
of sexual preferences on earnings. Furthermore, it may be useful to examine
a similar question in countries such as Netherlands, Belgium, Spain, England
and Canada4, where homosexual equality rights are more abundant than in the
US. Research on the labor market experience of homosexual people in these
countries may help US policy markers to de-stigmatize homosexuals in the US
labor market.
4

These are countries which have legalized same-sex marriage or union.
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Finally, the results of this study suggest that there is some evidence that
discrimination against gay male workers may after all exist in the labor market.
It is likely that discrimination based on sexual orientation has a negative impact
on the labor market experiences and earnings of non-heterosexual people. Hence
it is important that policy makers implement more effective antidiscrimination
laws in the US labor market.
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Table 2: Wage Equation Model
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Table 3: Heckman Selection Model
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Table 4: Heckman Selection Model
(Sexual orientation variables are excluded)
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